ONDCP Circular: Drug Control Accounting

April 18, 2003

TO THE HEADS OF EXECUTIVE DEPARTMENTSAND ESTABLISHMENTS
SUBJECT:  Annua Accounting and Authentication of Drug Control Funds

1. Purpose. Thiscircular provides the polices and procedures to be used by National Drug Control
Program agenciesin conducting a detailed accounting and authentication of al funds expended on
Nationa Drug Control Program activities.

2. Rescission. Thiscircular rescinds and replaces the ONDCP Circular, Annual Accounting of
Drug Control Funds, dated May 30, 2002.

3. Authority.
a 21U.SC. §1704(d) provides. “The Director [ONDCP] shal —

(A) require the National Drug Control Program agencies to submit to the Director not later than
February 1 of each year adetailed accounting of dl funds expended by the agencies for
Nationa Drug Control Program activities during the previous fisca year, and require such
accounting to be authenticated by the Inspector Generd of each agency prior to submission to
the Director; and

(B) submit to Congress not later than April 1 of each year the information submitted to the
Director under subparagraph (A).”

b. 21 U.S.C. § 1703(d)(7) authorizes the Director of ONDCP to “... monitor implementation of
the Nationa Drug Control Program, including — (A) conducting program performance audits
and evduations, and (B) requesting assistance from the Inspector Generd of the relevant agency
in such audits and eva uetions ...”

4. Definitions. Asused inthiscircular, key terms related to the National Drug Control Program and
budget are defined in Section 4 of the ONDCP Circular, Budget Formulation, dated April 18, 2003.
Thesetermsinclude: National Drug Control Program, National Drug Control Program Agency,
Bureau, Drug Methodology, Drug Control Functions, and Budget Decision Units ~ Further,
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Reprogrammings and Fund Control Notices referenced in Section 6 of this circular are defined in
Section 6 and Section 8 of the ONDCP Circular, Budget Execution, dated April 18, 2003.

5. Coverage. Theprovisonsaf thiscircular goply to dl Nationd Drug Control Program agencies.

6. Detailed Accounting Submission. The Chief Financid Officer (CFO) of each agency, or

other accountable senior level senior executive, shal prepare a Detailed Accounting Submisson to the
Director, ONDCP. For agencieswith no bureaus, this submission shal be asingle report, as defined by
this section. For agencies with bureaus, the Detailed Accounting Submission shal consst of reports, as
defined by this section, from the agency’ s bureaus. The CFO of each bureau, or accountable senior
level executive, shdl prepare reports. Each report must include () atable highlighting prior year drug
control obligations data, and (b) a narrative section making assertions regarding the prior year
obligations data. Report elements are further detailed below:

a. Tableof Prior Year Drug Control Obligations — For the most recently completed fisca
year, each report shdl include atable of obligations of drug control budgetary resources
appropriated and available during the year being reported.’ Such table shal present obligations
by Drug Control Function and Budget Decision Unit, as these categories are displayed for the
agency or bureau in the National Drug Control Strategy Budget Summary. Further, this
table shal be accompanied by the following disclosures:

(1) Drug Methodology — The drug methodology shdl be specified in a separate exhibit. For
obligations caculated pursuant to a drug methodology, this presentation shdl include
aufficient detail to explain fully the derivation of al obligations data presented in the table.

(& Obligationsby Drug Control Function — All bureaus employ a drug methodology to
report obligations by Drug Control Function.

(b) Obligations by Budget Decision Unit — For certain multi-mission bureaus —Bureau
of Customs and Border Protection, Coast Guard, Bureau of Immigration and Customs
Enforcement, and the Veterans Hedlth Administration (VHA) — obligations reported by
Budget Decison Unit shall be caculated pursuant to an approved drug methodol ogy.
For dl other bureaus, drug control obligations reported by Budget Decison Unit shal
represent 100 percent of the actua obligations of the bureau for those Budget Decision

'Consistent with reporting requirements of the ONDCP Circular, Budget Formulation, dated April 18, 2003,
resources received from the following accounts are excluded from obligation estimates: (1) ONDCP — High Intensity
Drug Trafficking Areas (HIDTA) and (2) the Organized Crime Drug Enforcement Task Forces Program. Obligations
against these resources shall be excluded from the table required by this section but shall be reported on a
consolidated basis by these bureaus. Generally, to prevent double-counting agencies should not report obligations
against budget resources received as areimbursement. An agency that isthe source of the budget authority for
such reimbursements shall be the reporting entity under thiscircular.
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Units, asthey are defined for the National Drug Control Budget. (See Attachment B of
the ONDCP Circular, Budget Formulation, dated April 18, 2003.)

(2) Methodology M odifications — Congstent with ONDCFP s prior approvd, if the drug
methodology has been modified from the previous year, then the changes, their purpose,
and the quantitative differences in the amount(s) reported using the new method versus the
amount(s) that would have been reported under the old method shall be disclosed.?

(3) Material Weaknesses or Other Findings — Any materid weskness or other findings
by independent sources, or other known wesknesses, including those identified in the
Agency’s Annua Statement of Assurance, which may affect the presentation of prior year
drug-related obligations data, shall be highlighted. This may be accomplished by either
providing abrief written summary, or by referencing and attaching relevant portions of
existing assurance reports. For each materia weakness or other finding, corrective actions
currently underway or contemplated shdl be identified.

(4) Reprogrammingsor Transfers —All prior year reprogrammings or transfers that
affected drug-related budgetary resources shal be identified; for each such reprogramming
or transfer, the effect on drug-related obligations reported in the table required by this
section aso shdl be identified.

(5) Other Disclosures— Agencies may make such other disclosures asthey fed are necessary
to clarify any issues regarding the data reported under this circular.

b. Assertions — At aminimum, each report shdl include a narrative section where the following
assertions are made regarding the obligation data presented in the table required by Section 6a

(1) Obligations by Budget Decision Unit —With the exception of the multi-mission bureaus
noted in Section 6a(1)(b), reports under this section shdl include an assertion that
obligations reported by budget decison unit are the actua obligations from the bureau’s
accounting system of record for these budget decison units.

(2) Drug Methodology — An assertion shal be made regarding the reasonableness and
accuracy of the drug methodology used to caculate obligations of prior year budgetary
resources by function for adl bureaus and by budget decison unit for the Bureau of Customs
and Immigration Enforcement, Coast Guard, the Bureau of Immigration and Customs
Enforcement, and VHA. The criteria associated with this assertion are as follows:

“For changes that did not receive prior approval, the agency or bureau shall submit such changes
to ONDCP for approval under separate cover.
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(a) Data—If workload or other statistica information supports the drug methodol ogy, then
the source of these data and the current connection to drug control obligations should
be well documented. If these data are periodicaly collected, then the data used in the
drug methodology must be clearly identified and will be the most recently available.

(b) Other Estimation Methods — If professona judgment or other estimation methods
are used as part of the drug methodology, then the association between these
assumptions and the drug control obligations being estimated must be thoroughly
explained and documented. These assumptions should be subjected to periodic review,
in order to confirm their continued validity.

(c) Financial Systems — Financid systems supporting the drug methodology should yield
data that fairly present, in al materia respects, aggregate obligations from which drug-
related obligation estimates are derived.

(3) Application of Drug M ethodology — Each report shdl include an assertion that the drug
methodology disclosed in this section was the actud methodology used to generate the table
required by Section 6a. Cdculations must be sufficiently well documented to independently
reproduce these data. Calculations should aso provide a means to ensure consstency of
data between reporting years.

(4) Reprogrammingsor Transfers — Further, each report shdl include an assertion that the
data presented are associated with obligations againgt afinancid plan that, if revised during
thefiscal year, properly reflects those changes, including ONDCP s approval of
reprogrammings or transfers affecting drug-related resources in excess of $5 million.

(5) Fund Control Notices— Each report shal dso include an assertion that the data presented
are associated with obligations againg afinancia plan that fully complied with al Fund
Control Noticesissued by the Director under 21 U.S.C. § 1703(f) and Section 8 of the
ONDCP Circular, Budget Execution.

7. Ingpector General Authentication. Each report defined in Section 6 shdl be provided to the
agency’s Inspector Generd (IG) for the purpose of expressng a conclusion about the reliability of each
assartion made in the report. ONDCP anticipates that this engagement will be an attestation review,
consgtent with the Statements for Standar ds of Attestation Engagements, promulgated by the
American Indtitute of Certified Public Accountants.

8. Unreasonable Burden. Unlessadetailed report, as specified in Section 6, is specificaly
requested by ONDCP, an agency or bureau included in the National Drug Control Budget with prior
year drug-related obligations of less than $50 million may submit through its CFO, or its accountable
senior leve executive, an dternative report to ONDCP, consisting of only the table highlighted in
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Section 6a., omitting al other disclosures. Such report will be accompanied by statements from the
CFO, or accountable senior level executive, and the agency Inspector Generd attesting that full
compliance with this Circular would congtitute an unreasonable reporting burden. In those instances,
obligations reported under this section will be considered as congtituting the tatutorily required detailed
accounting, unless ONDCP noatifies the agency that greater detail is required.

9. Point of Contact and Due Dates. Each agency CFO, or accountable senior level executive, shdl
tranamit a Detailed Accounting Submission, consisting of the report(s) defined in Section 6, along with
the |G’ s authentication(s) defined in Section 7, to the attention of the Associate Director for Planning
and Budget, Office of Nationa Drug Control Policy, Washington, DC 20503. Detailed Accounting
Submissions, with the accompanying |G authentication(s), are due to ONDCP by February 1 of each
year. Agency management must submit reports to their Office of Inspector Generd (OIG) in sufficient
timeto dlow for review and |G authentication under Section 7 of this circular. ONDCP recommends a
31 December due date for agencies to provide their respective OIG with the required reports and
information.

John P. Wdlters
Director
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